EXECUTIVE  SUMMARY 
THE  CONGRESSIONAL  BUDGET  PROCESS 


Prior  to  1975,  members  of  Congress  had  no  comprehensive  mechanism  for  reviewing 
the  interrelationship  and  probable  results  of  their  numerous  spending  and  taxing 
decisions.  Recognizing  this  problem,  the  Congress  passed  the  Congressional  Budget 
and  Impoundment  Control  Act  of  1974.  In  addition  to  budget  and  impoundment 
procedures,  it  provides,  through  the  reconciliation  process,  the  only  procedural 
vehicle  for  simultaneous  congressional  consideration  of  wide-ranging  budget  cuts. 
In  1981,  use  of  the  reconciliation  tool  led  to  substantial  legislative  and  budget 
changes,  saving  an  estimated  $35  billion  in  FY  82.  i 

I.  MA30R  CONGRESSIONAL  ACTORS  IN  THE  BUDGET  PROCESS 

The  process  set  forth  in  the  1974  Act  was  an  addition  to  a  long-established  congressional 
committee  system.   It  is  a  compromise  designed  to  respect  the  existing  institutional 
structure  of  authorizing,  appropriating  and  spending  committees.  It  created 
new  budget  committees  in  both  Houses  of  Congress  and  a  Congressional  Budget 
Office. 


0.  STEPS  IN  THE  CONGRESSIONAL  BUDGET  PROCESS 


Timetable  in  the  Budget  Act:  A  timetable  in  the  Budget  Act  sets  specific  dates 
for  important  steps  in  the  process.  The  most  important  of  these  dates  are: 

(1)  submission  of  the  President's  budget  15  days  after  Congress  meets; 

(2)  completion  of  the  first  concurrent  resolution  on  the  budget  by  May  15;  and 

(3)  completion  of  the  second  concurrent  resolution  on  the  budget  by  September 
13* 


The  President's  Budget:  The  first  step  in  the  congressional  budget  process  is 
submission  of  the  President's  budget.  The  President's  budget  is  presented  in  19 
different  budget  functions,  such  as  defense,  health,  and  income  security,  representing 
various  national  priorities.   It  is  also  presented  by  executive  departments.  The 
President's  budget  makes  budget  authority  requests  and  outlay  estimates.  The 
difference  between  budget  authority  and  outlays  is  important.  Budget  authority 
consists  of  money  appropriated  by  the  Congress.  Outlays  are  disbursements-  of 
funds.  Outlays  are  not  always  made  in  the  fiscal  year  in  which  funds  are  appropriated; 
for  example,  in  the  case  of  HCFA's  research  program,  funds  may  be  appropriated 
in  FY  82  and  disbursed  over  two  or  three  fiscal  years.  The  Federal  budget  is 
made  up  of  outlays.  One  of  the  difficulties  in  Federal  budgeting  is  that  Congress 
has  little  control  over  outlays  in  the  short  term  because  they  are  determined 
by  numerous  decisions  made  in  the  executive  departments.  Congress  can  only 
exercise  significant  control  over  appropriations,  that  is,  budget  authority. 

Another  important  factor  in  the  President's  budget  is  the  economic  assumptions. 

These  are  assumptions  about  interest  rates  and  rates  of  change  in  inflation,  unemployment 

and  the  gross  national  product.  Federal  revenues  and  many  Federal  expenditures 

are  sensitive  to  these  factors.  By  using  different  economic  assumptions,  OMB, 

CBO,  the  Senate  Budget  Committee,  the  House  Budget  Committee  (and  other 

interested  parties)  can  and  do  develop  different  cost  estimates  for  the  same  program 

levels. 
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First  Concurrent  Resolution  on  the  Budeett  The  first  concurrent  resolution  on 

the  budget  sets  targets  for  government  spending  in  the  coming  fiscal  year.  The 

Budget  Act  requires  that  several  items  be  set  forth  in  the  report  which  accompanies 

the  first  resolution  including  a  comparison  of  the  President's  budget  authority 

bXt IT  °Ul  y rd  reVenU,C  estimates  with      budget  committee's  recommendations; 

^Snt  ^     !^and/?imated  °Utlay  tar*ets  for  each  budSet  Unction;  the  economic 
assumptions  used;  and  five-year  projections  of  specified  items.  After  the  resolution 
is  passed  by  both  houses,  allocations  of  budget  authority  and  outlays  are  made 
to  the  various  spending  committees  to  guide  their  actions  in  the  coming  months. 

Second  Concurrent  Resolution  on  the  Budget;  The  second  concurrent  resolution 
sets  spending  ceilings  and  .revenue  floors  for  the  coming  fiscal  year.  The  second 

m USUfi  y  accommodate,f  the  rea^ies  of  the  preceding  months,  especially: 
(1)  changes  in  the  economy  which  may  make  higher  or  lower  levels  of  spending 
and  taxing  advisable;  and  (2)  actions  of  Congress  (e.g.,  appropriations,  changes 
in  entitlement  laws)  which  dictate  spending  levels  in  the  next  fiscal  year.  Once 
the  second  concurrent  resolution  has  been  passed,  no  legislation  can  be  passed 
which  would  cause  Federal  spending  to  exceed  the  total  ceilings  set  for  budget 
authority  and  estimated  outlays  or  bring  revenues  below  the  specified  floor. 

resolution8reSS  WiSh6S  t0  breach  theS6  limitS'  lt  mUSt  PaSS  3  SUDSe<?uent  bud8et 

Rescissions  and  Deferrals:  The  "impoundment  control"  portion  of  the  Act  provides 
the  President  with  two  methods  for  not  spending  funds  appropriated  by  Congress: 
deferrals  and  rescissions.  A  rescission  is  a  cancellation  of  budget  authority: 
A  deferral  is  a  delay  in  obligating  budget  authority.  Deferrals  may  not  extend 
beyond  the  end  of  the  fiscal  year. 

HI.  THE  RECONCILIATION  PROCESS 

The  reconciliation  process  was  originally  designed  to  be  used  immediately  after 
passage  of  the  second  budget  resolution  to  make  any  small  adjustments  necessary 
to  bring  authorized  spending  levels  into  line  with  the  spending  ceilings  in  the 
resolution.  The  Budget  Act  also  provides  that  the  budget  committees  may  take 
those  actions  necessary  to  carry  out  the  purposes  of  the  Act. 

Reconciliation  in  1981:  In  1981,  the  Congress  decided  to  use  the  reconciliation 

Po*.06  u  t0  enaCt  the  President's  Dudget  cutting  program.  As  implemented  in 

1981,  the  reconciliation  process  required  rescissions  of  FY  81  budget  authority 

by  the  appropriations  committees,  as  well  as  legislative  changes  by  other  spending 

committees.  In  addition,  authorizing  committees  were  instructed  to  lower  authorization 

levels.  Thus,  the  1981  reconciliation  instruction  involved  nearly  every  committee 

in  the  Congress-appropriations,  other  (backdoor)  spending,  and  authorizing. 

The  first  step  in  a  reconciliation  process  is  an  instruction  which  originates  in 
the  budget  committees  allocating  levels  of  budgetary  savings  to  other  committee(s). 
After  passage  in  each  house,  Senate  and  House  conferees  meet  to  agree  on  a 
mutually  acceptable  reconciliation  instruction.  A  reconciliation  instruction 
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expresses  an  explicit  Congressional  resolve  to  make  spending  reductions.  In  1981, 
reconciliation  followed  two  tracks.  First,  the  appropriations  committees  took 
the  necessary  actions  to  enact  a  rescission  bill,  P.L.  97-12.  Second,  the  authorizing 
and  other  spending  committees  in  the  House  and  Senate  met  and  agreed  on  legislative 
changes.  These  changes  were  compiled  into  a  reconciliation  bill  which  was  then 
considered  on  the  floor  of  each  house.  Since  there  were  important  differences 
between  the  House  and  Senate  bills,  a  conference  was  held  to  develop  a  compromise. 
Reconciliation  was  brought  to  a  successful  conclusion,  resulting  in  the  Omnibus 
Budget  Reconcilation  Act  of  1981,  P.L.  97-35. 

How  was  1981  different  from  preceding  years?:  Aside  from  the  new  approach 
of  using  reconciliation  to  achieve  substantial  budget  savings,  several  other  "firsts" 
characterized  the  1981  process.  One  of  the  major  changes  was  the  realignment 
of  power  from  spending  and  authorizing  committees  to  the  budget  committees. 
The  momentum  favoring  major  budget  cuts  combined  with  the  role  of  the  budget 
committees  in  the  reconciliation  process  to  increase  the  power  of  the  budget 
committees;  the  spending  and  authorizing  committees  found  it  difficult  to  counter 
their  increased  power.  Another  important  change  in  1981  was  that  the  executive 
branch  embraced  the  congressional  budget  process  as  a  vehicle  to  achieve  its 
budgetary  and  policy  objectives.  A  third  change  was  the  concept  of  a  package 
of  budget  cuts.  Related  to  this  was  the  fact  that  many  of  the  legislative  changes 
in  the  reconciliation  bill  received  only  rudimentary,  if  any,  consideration  in  hearings, 
committee  markups  and  floor  debate.  Finally,  the  reconcilation  bill  was  used 
for  unrelated  purposes  including  reauthorizing  programs  and  creating  at  least 
one  new  program. 


THE  CONGRESSIONAL  BUDGET  PROCESS 


Each  year  members  of  Congress  consider  thirteen  separate  appropriations 
bills,  as  well  as  many  bills  to  establish  or  modify  Federal  programs  and  to  raise 
or  lower  taxes.  In  the  aggregate,  their  final  actions  on  these  bills  play  a  significant 
role  in  the  development  of  national  fiscal  policy.*  In  addition,  federal  responsibilities 
and  programs  which  do  not  require  annual  appropriations,  such  as  social  security, 
Medicare  and  interest  on  the  debt,  also  influence  fiscal  policy.  Prior  to  1975, 
members  of  Congress  had  no  comprehensive  mechanism  for  reviewing  the  totality 
and  the  interrelationship  of  these  various  factors.  In  the  early  1970s,  the  growing 
recognition  of  the  need  for  orderly  review  of  national  fiscal  policy  combined 
with  conflicts  regarding  executive  impoundments  created  a  climate  in  which 
members  of  Congress  were  receptive  to  reform  of  the  existing  decentralized 
congressional  budget  process.  In  1974,  the  Congress  enacted  the  Congressional 
Budget  and  Impoundment  Control  Act  of  197*  which  established  procedures  governing 
the  congressional  budget  process  and  presidential  impoundments. 

The  congressional  budget  process  established  in  the  197*  Act  is  a  relatively 
new  and  still -evolving  process.  It  is  flexible  and  can  be  used  to  respond  to  different 
national  circumstances  and  needs.  Through  the  reconciliation  process  set  forth 
in  the  Act,  it  provides  the  only  procedural  vehicle  for  simultaneous  congressional 
consideration  of  wide-ranging  budget  cuts.  In  1981  the  Reagan  administration 
adopted  the  congressional  budget  process,  and  specifically  the  reconciliation 
tool,  to  enact  its  program  of  budget  cuts  in  numerous  Federal  programs.  This 
initiative  led  to  substantial  legislative  and  budget  changes,  saving  an  estimated 
$35  billion  in  FY  82. 

The  Administration's  FY  83  budget  proposes  additional  major  budget  cuts 
in  many  programs,  including  Medicare  and  Medicaid.  Supporters  of  the  Adminis- 
tration's FY  83  budget  will  again  focus  on  the  congressional  budget  and  recon- 
ciliation processes  as  vehicles  to  enact  the  proposed  budget  cuts.  This  paper 
highlights  the  major  Congressional  actors  in  the  budget  process  in  the  first  section, 
touching  on  the  authorizations,  appropriations,  spending  and  budget  committees. 
The  second  section  summarizes  the  steps  in  the  budget  process,  looking  at  the 
budget  timetable,  the  President's  budget,  the  first  and  second  concurrent  budget 
resolutions  and  impoundment  procedures.  The  final  section  focuses  on  the  reconciliation 
process,  both  the  mechanics  of  the  process  and  the  congressional  budget  "firsts" 
which  characterized  reconciliation  in  1981.  Appendix  A  provides  a  brief  overview 
of  the  makeup  of  the  Federal  budget  and  highlights  the  importance  of  so-called 
"uncontrollables"  in  the  budget.  Appendix  B  is  a  glossary  of  budget  terms.  Those 
terms  in  the  text  which  are  defined  in  the  glossary  are  noted  with  an  asterisk. 

I.  MAJOR  CONGRESSIONAL  ACTORS  IN  THE  BUDGET  PROCESS 

The  congressional  budget  process  set  forth  in  the  197*  Act  was  an  addition 
to  a  long-established  congressional  system  in  which  most  actions  originate  in 
committees  with  jurisdiction  over  Federal  programs.  Committee  members  are 
generally  protective  of  the  programs  and  responsibilities  under  their  jurisdiction 
and  skeptical  about  any  changes  which  might  undermine  the  committees'  established 
spheres  of  influence.  The  Budget  Act  is  a  compromise  designed  to  respect  the 
existing  institutional  structure  of  authorizing,  appropriating  and  spending  committees. 

*  See  Glossary,  Appendix  B,  for  definitions  of  words  followed  by  an  asterisk. 
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The  budget  and  reconciliation  processes  would  be  more  straightforward 
if  there  were  a  clear  and  simple  distinction  between  committee  functions:  authorizing 
committees  authorizing  programs  and  appropriations  committees  having  full 
discretion  in  appropriating  funds  to  implement  programs.  In  practice,  however, 
the  distinction  is  more  complex.  Authorizing  committees  do  authorize  programs 
and  set  ceilings  on  funding  called  authorization  levels.  (These  levels  are  often 
significantly  higher  than  the  appropriations  committees  can  be  expected  to  provide.) 
Appropriations  committees  do  provide  funds  for  many  authorized  programs. 
The  complicating  factor  in  this  breakdown  is  the  existence  of  so-called  backdoor 
spending.*  This  is  spending  for  programs,  often  entitlements,  which  bypass  the 
appropriations  process  or  for  which  the  appropriations  committees  cannot  control 
funding  levels.  In  backdoor  spending  the  authorizing  committees  rather  than 
the  appropriations  committees  control  spending,  making  authorizing  committees 
rather  than  appropriations  committees  the  spending  committees.* 

An  example  may  clarify  this  matter.  Medicare  and  Medicaid  are  both  backdoor 
spending  programs.  This  means  that  spending  on  Medicare  and  Medicaid  is  not 
directly  controlled  by  the  appropriations  committees(l).  Instead,  spending  for 
these  entitlement  programs  is  controlled  by  provisions  in  the  authorizing  legislation 
regarding  which  expenses  will  be  allowed.  On  the  other  hand,  the  HCFA  administrative 
budget— personnel,  contractors,  research,  PSROs  and  state  certification— is  controlled 
by  appropriations  committee  actions.  Thus,  the  spending  committees*  for  HCFA 
activities  include  both  authorizing  and  appropriations  committees.  The  authorizing 
committees  are  the  spending  committees  for  the  Medicare  and  Medicaid  programs. 
Only  when  the  Senate  Finance  Committee,  the  House  Ways  and  Means  Committee 
and/or  the  House  Energy  and  Commerce  Committee  agree  to  legislative  changes 
can  any  substantial  program  savings  be  made;  the  appropriations  committees 
cannot  decrease  costs  by  lowering  appropriations.  The  appropriations  committees 
are  the  spending  committees  for  HCFA  administrative  costs;  the  authorizing 
committees  do  not  control  funding  levels  in  this  area. 

Adding  to  this  system,  the  Budget  Act  created  new  budget  committees 
in  both  Houses  of  Congress  and  a  Congressional  Budget  Office.  The  House  Budget 
Committee,  currently  chaired  by  James  R.  Jones  (D-Okla.),  has  30  members, 
18  Democrats  and  12  Republicans.  Delbert  Latta  (R-Ohio)  is  the  ranking  minority 
member.  Assignments  to  the  House  Budget  Committee  are  not  permanent;  no 
member  may  serve  more  than  six  years  in  a  given  ten-year  period.  In  addition, 
the  Committee  composition  is  designated:  five  members  each  from  the  Ways 
and  Means  Committee  and  the  Appropriations  Committee;  18  members  from  the 
other  standing  committees;  and  one  member  each  from  the  majority  and  minority 
leadership. 


(1)  In  1981,  the  Chairman  of  the  Senate  Appropriations  Subcommittee  on  Labor, 
HHS  and  Education  put  forth  a  proposal  that  the  appropriations  bill  include  language 
to  cap  the  Medicaid  program.  This  proposal  did  not  receive  further  consideration 
in  the  open  meetings  of  the  Subcommittee.  Some  observers  believe  that  the 
appropriations  committees  could  include  language  in  the  appropriations  bill  which 
would  cap  the  Medicaid  program.  During  the  life  of  the  program,  however,  Medicaid 
has  always  been  treated  as  an  open-ended  entitlement  program;  the  appropriations 
committees  have  always  provided  the  full  amount  of  any  supplemental  appropriations 
requested  by  the  executive  branch. 
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The  Senate  Budget  Committee,  currently  chaired  by  Pete  V.  Domenici 
(R-N.M.),  has  22  members,  12  Republicans  and  10  Democrats.  Ernest  F.  Hollings 
(D-S.C.)  is  the  ranking  minority  member.  Unlike  the  House,  assignments  to  the 
Senate  Budget  Committee  are  permanent,  and  the  committee  compostion  is  not 
designated  in  any  way. 

The  Congressional  Budget  Office  (CBO)  is  a  nonpartisan  office  with  numerous 
and  wide-ranging  responsibilities  assigned  to  it.  It  serves  as  Congress'  principal 
source  for  information  on  the  budget  and  on  taxing  and  spending  legislation. 
The  CBO  director  is  appointed  by  the  Speaker  of  the  House  and  the  President 
£ro  tempore  of  the  Senate,  after  considering  recommendations  from  the  House 
and  Senate  Budget  Committees.  The  Director  serves  a  four-year  term  and  may 
be  removed  by  a  resolution  passed  in  either  House. 


Timetable  in  the  Budget  Act 

Title  III  of  the  Budget  Act  begins  with  a  timetable  which  sets  specific  dates 
for  important  steps  in  the  congressional  budget  process: 

15  legislative  days  President  submits  his  budget 

after  Congress  meets 


II.  STEPS  IN  THE  CONGRESSIONAL  BUDGET  PROCESS 


March  15 


Authorizing  committees  submit  views 

and  budget  estimates  to  budget  committees 


April  15 


Budget  committees  report  first  concurrent 
resolution  on  the  budget  to  their  Houses 


May  15 


Committees  report  bills  authorizing 
budget  authority 


May  15 


Congress  completes  action  on  the 
first  concurrent  resolution  on  the 
budget 


7th  day  after  Labor  Day 


Congress  completes  action  on  bills 
and  resolutions  providing  new  budget 
authority  and  new  spending  authority 


September  15 


Congress  completes  action  on  second 
concurrent  resolution  on  the  budget 


September  25 


Congress  completes  action  on  reconciliation 
bill  or  resolution,  or  both,  implementing 
second  required  concurrent  resolution 


October  1 


Fiscal  year  begins 


The  President's  Budget 

The  first  step  in  the  congressional  budget  process  is  submission  of  the  President's 
budget*,  due  15  days  after  Congress  begins  its  session  each  January.  The  President's 
budget  is  presented  in  19  different  budget  functions,  such  as  defense,  health, 
mcome  security,  agriculture  and  energy,  representing  various  national  priorities. 
Presenting  the  budget  in  this  format  enables  the  Congress  to  see  what  percentage 
of  public  resources  are  being  devoted  to  each  of  the  nation's  broad  national  priorities. 
The  health  function  includes  Medicare,  Medicaid,  the  discretionary  health  programs 
of  the  Public  Health  Service  and  consumer  and  occupational  health  and  safety. 
The  budget  is  also  presented  by  executive  departments.  For  example,  the  Department 
oi  Health  and  Human  Services  has  programs  in  three  functions:  (1)  health:  (2) 
income  security;  and  (3)  education,  training,  employment  and  social  services. 

The  President's  budget  presents  both  budget  authority*  and  outlay*  estimates. 
Budget  authority,  for  appropriated  programs  like  HCFA's  research  program,  consists 
of  money  appropriated  by  the  Congress.  For  programs  funded  by  trust  funds, 
like  Medicare,  it  consists  of  income  received  by  the  trust  fund  during  the  year. 
Outlays  are  disbursements,  that  is,  funds  spent.  When  the  President's  budget 
becomes  public  and  the  total  budget  figure  is  announced,  it  is  the  outlay  total 
that  is  announced—the  total  estimated  expenditures  for  the  fiscal  year. 

An  example  will  help  to  clarify  the  distinction  between  budget  authority 
and  outlays  and  explain  two  other  important  terms,  obligations*  and  spendout 
rates.  Assume  that  the  FY  82  appropriation  for  HCFA's  research  program  is 
$30  million.  This  $30  million  appropriation  is  budget  authority.  During  FY  82, 
HCFA  signs  contracts  with  various  organizations  which  total  $30  million.  Thus, 
HCFA  obligates  its  appropriation  or  budget  authority  by  making  commitments 
to  spend  the  money.  Assume  further  that  in  FY  82  HCFA  actually  spends  $15 
million  of  the  $30  million  in  FY  82  budget  authority.  This  $15  million  is  outlays. 
If  HCFA  expects  to  spend  $7.5  million  of  the  $30  million  in  FY  83  and  the  remaining 
57.5  million  in  FY  84,  then  HCFA  will  spend  50  percent  of  its  budget  authority 
in  the  first  year  and  25  percent  in  the  second  and  third  years.  These  percents 
are  called  spendout  rates.  Outlay  estimates  are  based  on  spendout  rates.  In 
a  budget  for  a  future  time,  outlays  can  only  be  estimated  because  the  rate  at 
which  budget  authority  will  be  spent,  the  spendout  rate,  cannot  be  precisely  projected. 
Outlay  estimates  are  further  complicated  because  they  must  include  not  only 
outlays  for  budget  authority  for  the  fiscal  year  being  considered,  but  outlays 
of  budget  authority  from  preceding  years  expected  to  be  made  in  the  fiscal  year 
being  considered.  Returning  to  the  example,  we  indicated  that  in  FY  82  HCFA 
spent  $15  million  of  its  FY  82  appropriation.  It  would  also  spend  funds  appropriated 
and  obligated  in  FY  80  and  FY  81.  Small  differences  in  expected  spendout  rates 
will  lead  to  differences  in  budget  outlay  estimates.  Herein  lies  one  of  the  difficulties 
of  governmental  budgeting:  the  Congress  has  little  control  over  outlays  in  the 
coming  fiscal  year  for  appropriated  programs;  it  can  only  control  budget  authority. 
And  yet  outlays  constitute  a  major  part  of  the  budget  considerations. 

Another  important  factor  in  the  President's  budget  is  his  economic  assumptions, 
also  called  the  economic  forecast.  These  are  assumptions  about  interest  rates 
and  rates  of  change  in  inflation  (the  consumer  price  index  or  CPI),  unemployment, 
and  the  gross  national  product  (GNP).  Federal  revenues  are  sensitive  to  the  CPI, 
unemployment  and  the  GNP.  Social  security  benefits  and  other  federal  expenditures 
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are  tied  directly  to  the  CPI.  Many  defense  contracts  are  closely  tied  to  the  CPI. 
Interest  on  the  debt  fluctuates  with  general  interest  levels.  A  change  in  any 
of  these  factors  can  reverberate  throughout  the  budget.  For  example,  a  one 
percent  increase  in  unemployment  is  estimated  to  cost  about  $25  billion  in  lost 
revenues  and  increased  unemployment  and  other  benefits.  To  the  extent  that 
these  forecasts  are  not  accurate,  significant  budget  expenditures  are  not  accurately 
estimated.  The  room  for  legitimate  variations  between  economic  forecasts  accounts 
for  much  of  the  confusion  regarding  different  budget  estimates  for  the  same 
program.  By  using  different  economic  assumptions,  the  Office  of  Management 
and  Budget  (OMB),  CBO,  the  Senate  Budget  Committee,  the  House  Budget  Committee 
(and  any  other  interested  parties)  can  and  do  develop  different  cost  estimates 
for  the  same  program  levels. 

Prior  to  preparing  the  first  budget  resolution,  the  authorizing,  spending 
and  taxing  committees  in  the  House  and  Senate  provide  the  budget  committees 
with  information  on  their  legislative  plans  and  their  estimates  of  budget  authority 
and  outlays  for  programs  under  their  jurisdiction  for  the  coming  year.  These 
are  called  March  15  reports  because  they  are  due  on  that  date.  In  addition,  the 
budget  committees  hold  hearings  in  which  they  gather  information  on  the  budget 
and  the  economy  in  general  from  Administration  officials  and  other  experts. 

First  Concurrent  Resolution  on  the  Budget  (1) 

The  first  concurrent  resolution  on  the  budget  sets  targets  for  government 
spending  in  the  coming  fiscal  year.  These  targets  provide  guidelines  to  spending 
and  taxing  committees.  Guidelines  are  set  for  budget  authority,  outlays,  credit 
activities,  the  deficit,  revenues  and  the  public  debt  ceiling.  Later,  during  consideration 
of  the  second  concurrent  resolution  on  the  budget,  the  Congress  will  review  these 
targets  or  guidelines  and  set  binding  expenditure  ceilings  and  revenue  floors. 
(The  second  budget  resolution  is  discussed  in  the  following  section.)  Each  budget 
committee  is  required  by  the  Budget  Act  to  report  the  first  resolution  for  consideration 
in  its  full  chamber  by  April  15.  The  major  activity  in  preparing  the  first  resolution 
is  markup.  At  markup  the  members  of  each  budget  committee  meet  and  review 
a  markup  document  prepared  by  the  staff.  They  agree  on  which  economic  assumptions 
to  use,  they  review  revenues  and  expenditures,  and  they  set  targets  for  both. 
Expenditure  targets  are  reviewed  by  budget  function.  The  markup  document 
shows  budget  authority  and  outlay  levels  for  maintaining  the  programs  in  the 
budget  function  at  current  levels.  These  levels  are  called  the  base  or  baseline. 
Options  for  making  program  cuts  or  additions  are  listed  below  the  baseline  and 
their  savings  or  additional  costs  are  shown.  Members  propose  different  levels 
of  budget  authority  and  outlays  incorporating  their  choice  of  cut  and/or  add  options. 
Making  such  a  proposalis  called  "moving  a  mark."  After  all  members  who  wish 
to  move  a  mark  have  done  so,  the  proposals  or  marks  are  voted  on.  The  first 
one  that  receives  a  majority  of  the  committee  votes  carries  and  becomes  part 
of  the  committee's  recommended  levels  of  budget  authority  and  outlays  in  the 
coming  fiscal  year  for  that  budget  function. 


(1)  A  concurrent  resolution  must  be  passed  by  both  houses  but  does  not  require 
the  signature  of  the  President  and  does  not  have  the  force  of  law.  Concurrent 
resolutions  generally  are  used  to  make  or  amend  rules  applicable  to  both  houses 
or  to  express  the  sentiment  of  the  two  houses. 
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The  Budget  Act  requires  that  several  items  be  set  forth  in  the  report  which 
accompanies  the  first  resolution.  It  must  compare  revenues,  budget  authority 
and  outlay  estimates  in  the  President's  budget  with  the  committee's  recommendations. 
It  must  also  indicate  budget  authority  and  estimated  outlays  for  each  budget 
function;  the  economic  assumptions  used  and  any  assumptions  considered  but 
rejected  by  the  committee;  and  five-year  projections  of  specified  items. 

When  markup  is  completed,  the  committee  reports  the  resolution  to  its 
chamber  it  is  taken  up  on  the  floor.  During  floor  consideration  the  resolution 
can  be  amended(l).  The  budget  resolutions  are  made  up  of  numbers  and  the  House 
and  Senate  resolutions  invariably  differ.  For  this  reason,  after  each  house  passes 
its  resolution,  a  conference  of  members  of  the  House  and  Senate  Budget  Committees 
meets  to  agree  on  a  mutually  acceptable  resolution  to  be  presented  to  and,  presumably, 
passed  by  both  houses.  A  frequent  conference  compromise  is  to  split  the  difference 
between  the  House  and  Senate  numbers.  After  the  same  resolution  is  passed 
by  both  houses,  an  action  scheduled  to  be  completed  by  May  15  under  the  terms 
of  the  Budget  Act,  allocations  of  budget  authority  and  outlays  are  made  to  the 
various  spending  committees  to  guide  their  actions  in  the  coming  months.  These 
allocations  are  called  crosswalks.* 

Second  Concurrent  Resolution  on  the  Budget 

The  second  concurrent  resolution,  due  September  15,  sets  spending  ceilings 
and  revenue  floors  for  the  coming  fiscal  year.  The  second  resolution  usually 
accommodates  the  realities  of  the  preceding  months.  In  marking  up  the  second 
resolution,  three  major  factors  are  taken  into  account:  (1)  changes  in  the  economy 
which  may  make  higher  or  lower  levels  of  spending  and  taxing  advisable;  (2)  actions 
of  Congress  (e.g.,  appropriations,  changes  in  entitlement  laws)  which  dictate 
spending  levels  in  the  next  fiscal  year;  and  (3)  any  actions,  such  as  supplemental 
appropriations,  anticipated  for  the  upcoming  fiscal  year.  Once  the  second  concurrent 
resolution  has  been  passed,  no  additional  legislation  can  be  passed  if  it  would 
cause  Federal  spending  to  exceed  the  total  ceilings  set  for  budget  authority  and 
estimated  outlays  or  bring  revenues  below  the  specified  floor.  If  the  Congress 
wishes  to  breach  the  limits  in  the  second  resolution,  it  must  pass  a  subsequent 
budget  resolution  (as  it  did  in  1977  to  accommodate  a  tax  reduction  and  an  accelerated 
public  works  program).  The  CBO  is  responsible  for  monitoring  individual  authorization, 
appropriations  and  revenue  decisions  made  by  Congress  and  comparing  these 
actions  with  targets  in  the  first  resolution  and  ceilings  in  the  second  resolution. 
This  tracking  function  is  called  scorekeeping*. 

In  the  history  of  the  Budget  Act,  the  Congress  has  always  passed  the  required 
first  and  second  budget  resolutions,  though  sometimes  with  greater  difficulty 
than  others.  For  example,  on  two  occasions  the  House  rejected  the  resolution 
reported  by  its  Budget  Committee;  in  both  instances,  the  committee  reported 
back  a  resolution  which  subsequently  passed.  On  another  occasion,  the  conference 


(1)  Floor  action  is  governed  by  parliamentary  procedure  which  varies  in  the  two 
houses  and  can  be  very  complex.  Recall,  for  example,  the  various  parliamentary 
actions  taken  in  the  House  to  pass  the  two  Gramm-Latta  substitutes. 
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report  was  not  accepted  and  a  new  concurrent  resolution  was  developed,  amehded, 
and  passed  by  both  houses.  Thus  far,  the  Congress  has  overcome  obstacles  to 
passage  of  budget  resolutions.  It  is  not  possible  to  know  whether  it  will  continue 
to  overcome  such  problems.  However,  in  spite  of  disagreements  among  members 
on  policy  issues,  there  is  a  strong  consensus  supporting  the  concept  of  a  congressional 
budget  process.  For  this  reason  it  is  reasonable  to  expect  that  members  would 
devote  significant  effort  to  resolving  their  differences  in  order  to  develop  a 
compromise  which  would  receive  the  support  of  a  majority  of  members. 

Rescissions  and  Deferrals 

The  "impoundment*  control"  portion  of  the  Congressional  Budget  and  Impoundment 
Control  Act  of  1974  provides  the  President  with  two  methods  for  not  spending 
funds  appropriated  by  Congress:  deferrals  and  rescissions.  A  rescission*  is  a 
cancellation  of  budget  authority.  If  the  President  believes  a  rescission  is  advisable, 
he  must  submit  a  message  detailing  the  proposed  rescission.  If  the  Congress 
does  not  pass  a  bill  rescinding  budget  authority  within     days  of  continuous  session, 
the  President  must  spend  the  funds.  This  procedure  gives  the  President  the  responsibility 
of  convincing  Congress  to  approve  his  rescission  requests. 

A  deferral*  is  a  delay  in  obligating  budget  authority.  In  the  case  of  a  deferral, 
the  President  must  also  submit  a  formal  message  to  Congress.  However,  unless 
one  house  overrules  the  deferral  request  with  an  impoundment  resolution,  it  takes 
effect.  However,  deferrals  may  not  extend  beyond  the  end  of  the  fiscal  year. 


HI.  THE  RECONCILIATION  PROCESS 

The  authors  of  the  Budget  Act  anticipated  that  the  reconciliation  process 
would  be  used  immediately  after  passage  of  the  second  budget  resolution  to  make 
any  small  adjustments  necessary  to  bring  authorized  spending  levels  into  line 
with  the  spending  ceilings  in  the  resolution.  The  calendar  in  the  Budget  Act  provides 
only  ten  calendar  days  for  enactment  of  a  reconciliation  bill.  However,  they 
also  provided  that  the  budget  committees  may  take  those  actions  necessary  to 
carry  out  the  purposes  of  the  Act.  Thus,  if  the  budget  committees  believe  that 
initiating  a  reconciliation  bill  before  September  15  or  making  wide-ranging  budget 
cuts  will  lead  to  sounder  fiscal  policy,  they  can  make  such  a  recommendation 
to  their  respective  bodies. 

Reconciliation  in  1981 

In  1981,  the  Congress  decided  to  use  the  reconciliation  process  to  enact 
the  President's  budget  cutting  program.  In  planning  a  reconciliation  action,  several 
decisions  must  be  made:  What  level  of  savings  will  be  sought?  How  many  committees 
will  be  involved?  Will  it  involve  only  the  appropriations  committees  or  will  other 
spending  and  authorizing  committees  be  brought  into  the  process?  As  implemented 
in  1981,  the  reconciliation  process  required  rescissions  of  1981  budget  authority 
by  the  appropriations  committees,  as  well  as  actions  from  other  spending  committees 
(e.g.,  the  committees  which  authorize  Medicare  and  Medicaid).  In  addition,  authorizing 
committees  were  instructed  to  lower  authorization  levels.  One  reason  this  route 
was  chosen  is  because,  in  addition  to  making  budgetary  savings,  the  Administration 
also  hoped  to  achieve  certain  policy  changes,  such  as  the  creation  of  block  grants, 


through  the  reconciliation  process.  Such  policy  changes  can  only  be  made  by 
authorizing  committees.  Thus,  the  1981  reconciliation  instruction  involved  nearly 
every  committee  in  the  Congress— appropriations,  other  (backdoor)  spending, 
and  authorizing.  (See  page  2  for  a  discussion  of  spending,  authorizing,  and 
appropriating  committees.) 

The  first  step  in  a  reconciliation  process  is  a  reconciliation  instruction 
which  instructs  designated  committee(s)  to  make  changes  which  will  result  in 
specified  budgetary  savings.  In  many  ways,  markup  of  a  reconciliation  instruction 
is  similar  to  markup  of  the  first  budget  resolution.  Each  budget  committee  meets 
and  reviews  a  markup  document  which  sets  forth  a  baseline  and  policy  options 
which  would  lead  to  program  savings.  Members  move  different  marks  representing 
different  combinations  of  cut  options,  and  the  committee  members  vote  and 
select  a  level  of  budget  cuts.  Most  of  the  possible  cuts  presented  in  the  1981 
reconciliation  markup  document  were  the  President's  budget  proposals.  One 
significant  difference  between  markup  of  the  first  resolution  and  a  reconciliation 
instruction  is  that  a  budget  resolution  allocates  budget  authority  and  outlays 
on  the  basis  of  budget  functions,  while  a  reconciliation  instruction  assigns  budget 
authority  and  outlay  savings  on  the  basis  of  committee  jurisdictions.  This  is  because 
any  changes  resulting  in  budget  savings  must  originate  in  committees  with  either 
authorizing  or  spending  jurisdiction  over  Federal  programs. 

The  budget  committees  have  a  great  deal  of  influence  regarding  the  allocation 
of  savings  to  committee(s),  subject  only  to  floor  amendment  and  conference  agreements. 
However,  in  conducting  the  1981  process,  which  involved  nearly  every  authorizing 
and  spending  committee,  the  budget  committees  showed  great  deference  to  the 
program  expertise  of  the  authorizing  and  spending  committees.  Policy  changes 
used  in  the  markup  of  the  reconciliation  instruction  were  set  forth  to  demonstrate 
that  there  were  ways  to  make  savings  of  the  level  in  the  instruction.  While  each 
committee  was  required  by  the  Congress  to  make  changes  to  achieve  the  instructed 
level  of  savings,  the  authorizing  committees  had  no  obligation  to  follow  the  policy 
assumptions  made  by  the  budget  committees.  Clearly,  committees  with  jurisdiction 
over  a  broad  range  of  programs  had  more  flexibility  in  adopting  alternative  policy 
changes. 

After  the  budget  committees  report  the  reconciliation  instruction  it  is 
considered  on  the  floor.  Subject  to  the  complexities  of  parliamentary  procedure 
in  both  houses,  the  reconciliation  instruction  can  be  amended.  Savings  levels 
can  be  increased,  decreased,  or,  if  several  committees  are  involved,  merely  shifted 
from  one  committee  to  another.  After  passage  in  each  house,  Senate  and  House 
conferees  meet  to  agree  on  a  mutually  acceptable  reconciliation  instruction. 
In  passing  a  reconciliation  instruction,  Congress  imposes  an  obligation  on  itself 
to  make  budgetary  savings.  The  first  and  second  budget  resolutions  could  conceivably 
form  the  basis  for  making  budget  savings.  However,  the  complexities  and  momentum 
of  congressional  spending  actions  coupled  with  the  lack  of  "teeth"  in  the  Budget 
Act  make  it  difficult  to  enact  any  budget  cuts  which  may  be  implicit  in  the  budget 
resolutions.  On  the  other  hand,  a  reconciliation  instruction  expresses  an  explicit 
Congressional  resolve  to  make  spending  reductions.  In  1981,  the  congressional 
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response  followed  two  tracks.  First,  the  appropriations  committees  took  the 
necessary  actions  to  pass  a  rescission  bill,  P.L.  97-12,  enacted  June  5, 1981.  Second, 
the  authorizing  and  other  spending  committees  met,  agreed  on  legislative  changes(l) 
and,  in  accordance  with  the  Budget  Act,  submitted  the  changes  to  the  budget 
committees  in  their  houses.  The  budget  committees  merely  compile  the  submissions 
of  the  committee(s)  into  a  reconciliation  bill. 

The  reconciliation  bill  is  considered  on  the  floor  of  each  house  and,  again, 
subject  to  parliamentary  procedures,  can  be  amended.  In  1981,  due  to  the  large 
number  of  committees  involved  and  the  high  level  of  savings  to  be  achieved, 
there  were  important  differences  between  the  House  and  Senate  bills.  A  conference 
was  held  to  iron  out  differences.  The  conference  could  have  been  avoided  if 
one  house  had  been  willing  to  pass  the  other  house's  bill  without  change,  an  option 
that  the  Senate  considered  and  rejected.   The  1981  reconciliation  conference 
consisted  of  58  subconferences  between  various  combinations  of  House  and  Senate 
committees,  each  working  to  arrive  at  a  compromise  on  the  programs  under  their 
jurisdiction.  This  mammoth  undertaking  was  guided  to  a  successful  conclusion 
by  Congressional  leaders,  resulting  in  the  Omnibus  Budget  Reconciliation  Act 
of  1981,  P.L.  97-35,  enacted  August  13, 1981. 

How  was  1981  different  from  preceding  years? 

Aside  from  the  new  approach  of  using  reconciliation  to  achieve  substantial 
budget  savings,  several  other  "firsts"  characterized  the  1981  process.  One  of 
the  major  changes  was  the  realignment  of  power  from  spending  and  authorizing 
committees  to  the  budget  committees.  Because  of  the  pressures  to  hold  spending 
down,  the  appropriations  committees  had  little  or  no  flexibility  in  allocating 
resources  through  appropriations.  Indeed,  they  were  continually  confronted  with 
congressional  and  presidential  constraints  on  their  actions.  Other  spending  committees 
chafed  at  the  ascendancy  of  the  budget  committees.  For  example,  on  more  than 
one  occasion,  the  Senate  Finance  Committee  Chairman  chided  the  Senate  Budget 
Committee  Chairman  by  pointing  out  that  Finance  is  not  a  subcommittee  of  the 
Budget  Committee.  Many  members  of  the  authorizing  committees  resented  the 
requirements  in  the  reconciliation  instruction  that  they  reduce  FY  82  authorization 
levels  below  FY  81  appropriation  levels;  appropriations  committees  also  objected 


(1)  The  reconciliation  process  is  complex,  new  and  still  evolving  and  difficulties 

must  be  accommodated  or  the  process  can  falter.  For  example,  one  House  committee 

(Energy  and  Commerce)  did  not  have  sufficient  votes  to  pass  either  of  two  alternative 

proposals  for  meeting  its  reconciliation  instruction.  The  Chairman,  knowing 

both  proposals  would  be  defeated  in  tie  votes,  did  not  put  either  up  for  a  vote. 

He  accommodated  the  budget  process  to  the  best  of  his  ability,  given  the  stalemate 

in  committee,  by  forwarding  one  of  the  alternatives  to  the  budget  committee. 

Not  surprisingly,  he  chose  the  alternative  which  had  the  greatest  support  among 

majority  members  of  the  committee.  Those  who  supported  the  other  alternative 

initially  hoped  to  substitute  their  proposal  on  the  floor  but  ultimately  did  not 

because  they  concluded  it  would  be  defeated. 
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to  ^his  intrusion  in  their  traditional  area  of  discretion.  Spending  and  authorizing 
committees  found  it  difficult  to  counter  the  increased  power  of  the  budget  committees 
because  of  the  momentum  favoring  major  budget  cuts  and  the  mechanics  of  the 
reconciliation  process  whereby  the  budget  committees  allocated  savings  levels 
to  the  other  committees. 

Another  important  change  in  1981  was  the  embrace  by  the  executive  branch 
of  the  congressional  budget  process  as  a  vehicle  to  achieve  its  budgetary  and 
policy  objectives.  In  former  years,  presidents  had  not  coordinated  their  budget 
requests  with  the  congressional  budget  process  with  anything  approaching  the 
level  of  sophistication  used  by  President  Reagan  and  his  staff.  A  third  change 
was  the  concept  of  a  package  of  budget  cuts.  Compiling  many  program  cuts 
into  a  single  package  and  subordinating  the  specific  cuts  to  the  budget  package 
was  a  new  and  effective  tactic.  It  enabled  members  of  Congress  to  say  they 
voted  to  support  the  President's  program  and  diverted  public  attention  away  from 
the  numerous  individual  program  cuts.  Related  to  this  was  the  fact  that,  due 
to  both  the  political  expediency  and  the  short  time  frame,  many  of  the  legislative 
changes  in  the  reconciliation  bill  received  only  rudimentary,  if  any,  consideration 
in  hearings,  committee  markups  and  floor  debate.  In  prior  years  these  changes 
would  almost  certainly  have  received  much  closer  scrutiny  at  the  various  stages 
of  the  legislative  process. 

Finally,  because  of  the  way  the  budget  process  dominated  congressional 
activity  in  1981,  many  members  viewed  the  reconciliation  bill  as  "the  only  show 
in  town".  This  being  the  case,  some  members  were  unable  to  resist  the  temptation 
to  use  it  as  a  vehicle  to  achieve  unrelated  ends.  Thus,  the  reconcilation  bill 
reauthorized  numerous  programs,  created  at  least  one  new  program  and  revised 
the  requirements  for  the  Surgeon  General  of  the  Public  Health  Service. 

These  changes,  especially  the  realignment  of  power  between  committees 
and  the  adjustments  to  long-standing  legislative  process,  were  major  departures 
from  established  congressional  tradition.  Will  these  departures  turn  out  to  be 
important  precedents  or  merely  anomalies  in  the  history  of  the  legislative  branch 
of  government?  A  complex  set  of  unpredictable  variables  including  public  opinion, 
the  economy,  election  year  politics,  domestic  or  international  events,  presidential 
popularity,  and  institutional  pride  among  members  of  Congress  will  shape  the 
answer  to  this  question. 


HCFA/OLP/OLCA/LRCO 
March  4,  1982 


APPENDIX  A:  AN  OVERVIEW  OF  THE  FEDERAL  BUDGET 


In  its  most  basic  form  the  Federal  budget  consists  of  revenues,  outlays,  and 
the  difference  between  the  two,  usually  a  deficit,  occasionally  a  surplus.  In  trying 
to  provide  a  broad  overview  of  the  budget,  observers  often  group  Federal  expenditt 
into  four  major  categories:  defense,  entitlements,  interest  on  the  national  debt 
and  a  vast  array  of  remaining  programs  often  loosely  referred  to  as  discretionary 
programs.  The  following  brief  overview,  based  on  these  broad  budget  categories, 
comes  from  the  Administration's  initial  budget  estimates  for  FY  82.  It  is  intended 
only_  to  provide  insight  into  the  general  interrelationship  of  significant  components 
of  the  budget.  Individual  figures  should  not  be  quoted  because  estimates  are 
frequently  revised.  " 


Outlays 
($  billions) 


DEFENSE  $189 
INTEREST  ON  THE  NATIONAL  DEBT  98 
MAJOR  ENTITLEMENTS 

Social  security  $157 
Medicare  i»8 
Veterans  programs  24 
Federal  retirement  20 
Unemployment  compensation  19 
Medicaid  17 
Food  stamps  12 
SSI  g 
AFDC  7 

Other  general  retirement  _7 
Subtotal:  Major  entitlements  319 

REMAINING  PROGRAMS  AND  FEDERAL 
FUNCTIONS*  _89 

TOTAL  $695 


♦Remaining  items  include  the  diplomatic  corps,  NASA,  subsidies  for  foreign 
military  sales,  refugee  assistance,  the  strategic  petroleum  reserve,  pollution 
control,  national  parks,  agricultural  price  supports  and  credit  programs, 
small  business  programs,  postal  service,  highway  funds,  mass  transit,  airway 
safety,  Coast  Guard,  community  development,  Indian  programs,  student 
loans,  job  training,  health  research,  physician  and  nurse  training,  water 
projects,  housing  programs,  child  nutrition  programs,  the  FBI,  customs  and 
immigration,  secret  service,  the  federal  judiciary,  the  legislative  branch, 
prisons,  the  IRS,  revenue  sharing  and  a  variety  of  smaller  entitlement  programs. 


Interest  on  the  debt,  the  entitlement  programs  and  parts  of  the  defense 
and  remaining  expenditures  are  often  called  "uncontrollable."  (See  the  next 
section  for  a  discussion  of  budget  controllability.)  To  the  extent  that  signifi- 
cant portions  of  the  budget  are  exempt  from  cuts,  whether  because  they  are 
uncontrollable"  or  because  of  policy  decisions,  the  amount  remaining  for  budget 
cuts  represents  only  a  relatively  small  percentage  of  the  budget.  The  issue  of 
uncontrollable  vs.  controllable  spending  arises  because  of  concern  over  projected 

f t  py  s£  a  kVC        °f  3  baIanced  b"dSet.  The  second  budget  resolution 

for  FY  82  prepared  by  the  Senate  Budget  Committee  projects  deficits  in  the 

\Tfv  °*l  K       ^Ik       FY»2,  $96-136  billion  in  FY  83,  and  $103-165  billion 
in  FY  80.  Even  at  the  low  end  of  these  projections,  dramatic  budget  cuts  must 
be  made  to  achieve  a  balanced  budget. 

A  review  of  the  numbers  indicates  that  making  cuts  in  the  FY  82  budget 

leav^^o.ft^??!-15^6'  WhiIC  uexemPtin8  defens*>  ^terest  and  social  security 
leaves  about  $250  billion  from  which  to  cut.  Cutting  $76  billion,  the  low  range 
of  the  anticipated  FY  82  deficit,  means  eliminating  nearly  a  third  of  the  remaining 
Federal  expenditures,  which  include  many  Federal  programs,  functions,  and  obligations. 
Most  observers  beheve  that  changes  of  this  magnitude  are  not  feasible.  Although 
the  estimates  for  FY  83  will  almost  certainly  be  larger  for  most  budget  items 
(interest  on  the  debt  is  the  only  "big  ticket"  item  that  might  decline),  the  basic 
relationships  between  budget  components  will  stay  about  the  same.  More  important, 
given  a  projected  deficit  of  at  least  $96  billion,  the  fundamental  dilemma  of 
balancing  the  budget  will  not  change. 

Budget  Controllability 

A  significant  portion  of  the  budget  is  often  called  "uncontrollable."  The  technical 

fQ5?^IS  "relatiVelyuUn,C°ntr0lJable  under  existinS  law"«  An  exerPt  from  the  January 
1981  Administration  budget  document  summarizes  the  dilemma  of  budget  controllability: 

Budget  controllability  is  a  relative  concept.  Technically,  outlays  are 
relatively  uncontrollable  when  they  are  determined  by  existing  statute 
or  by  contract  or  other  obligations.  Over  time,  however,  all  Federal  spending 
must  be  considered  controllable,  since  all  Federal  spending  is  authorized 
in  law,  and  the  President  and  the  Congress  may  change  the  laws.  But  spending 
programs  that  are  beyond  the  immediate  discretionary  control  of  the  President 
and  the  Congress  have  increased  from  slightly  less  than  60%  of  total  budget 
outlays  in  1967  to  more  than  75%  in  the  1982  estimates. 

There  are  two  major  categories  of  uncontrollable  spending:  outlays  from 
prior -year  contracts  and  obligations,  and  open-ended  programs  and  fixed 
costs  under  which  payments  are  made  according  to  fixed  provisions  of  law. 
Outlays  from  prior -year  contracts  and  obligations  arise  because  some  Federal 
spending,  such  as  that  for  construction  and  hardware  procurement,  takes 
place  over  time.  Outlays  from  prior-year  contracts  and  obigations  have 
been  about  1696-1796  of  budget  outlays  in  recent  years. 


Open-ended  programs  and  fixed  costs  that  make  payments  according  to  fixed 
provsions  of  law  include  benefit  programs,  grants,  and  subsidies  for  which 
eligibility  is  automatic  or  fixed  by  law;  interest  payments;  and  farm  price 
supports.  These  programs  have  been  about  58%  -  59%  of  total  budget  outlays 
in  recent  years. 

The  largest  subcategory  of  open-ended  uncontrollable  spending  is  that  of 

payments  for  individuals.. .These  payments  increased  from  about  27%  of 

the  total  budget  in  1967  to  an  estimated  48%  of  the  total  in  1982...The  programs 

included  in  this  category  include  social  security,  railroad  retirement,  Federal 

employees  retirement,  unemployment  compensation,  medicare  and  medicaid, 

housing  assistance,  food  stamps,  public  assistance,  and  supplemental  security 

income. 

Thus,  about  75  percent  of  Federal  expenditures  are  "uncontrollable"  in  the 
short-term.  In  addition,  more  than  60  percent  of  the  remaining  "relatively  controllable" 
1982  outlay  estimates  were  for  national  defense,  with  another  10  percent  going 
to  such  essential  activities  as  Veterans  hospitals,  the  FBI,  the  Internal  Revenue 
Service,  the  Customs  Service,  the  Immigration  and  Naturalization  Service,  the 
Coast  Guard,  and  other  essential  activities. 


APPENDIX  B:  GLOSSARY  OF  BUDGET  TERMS 


Apportionments 


An  apportionment  is  a  distribution  made  by  the  Office  of  Management  and  Budget 
on  the  basis  of  time,  activities,  and  objects,  of  the  funds  available  for  obligation 
by  Executive  agencies.  Obligations  may  not  be  incurred  in  excess  of  the  amount 
apportioned. 


Appropriations 

Appropriations  are  legislative  actions  that  permit  Federal  agencies  to  incur  obligations 
and  that  result  in  payments  out  of  the  Treasury  for  specified  purposes. 

Authorizations 


Congress,  when  approving  or  renewing  Federal  programs  or  agencies,  normally 
estabishes  a  ceiling  on  the  amount  of  funds  to  be  provided  through  appropriation 
(an  authorization)  for  that  program.  Some  program  levels  are  reauthorized  each 
year ,  others  have  multi-year  authorizations.  A  few,  such  as  the  payment  of  interest 
on  the  national  debt,  have  permanent  authorizations  with  no  dollar  cap. 

Authorizing  Committee 

A  standing  committee  of  the  House  or  Senate  with  legislative  jurisdiction  over 
the  subject  matter  of  those  laws,  or  parts  of  laws,  that  set  up  or  continue  the 
legal  operations  of  Federal  programs  or  agencies.  An  authorizing  committee 
also  has  jurisdiction  in  those  instances  where  backdoor  authority  is  provided  in 
the  substantive  legislation. 

Backdoor  Authority 

Budget  authority  provided  in  legislation  outside  the  normal  (appropriations  committees) 
apppropriations  process.  The  most  common  forms  of  backdoor  authority  are 
authority  to  borrow  (also  called  borrowing  authority  or  authority  to  spend  debt 
receipts)  and  contract  authority.  In  other  cases  (e.g.,  interest  on  the  public  debt), 
a  permanent  appropriation  is  provided  that  becomes  available  without  any  current 
action  by  Congress.  Section  401  of  the  Congressional  Budget  and  Impoundment 
Control  Act  of  1974  (31  U.S.C.  1351)  specified  certain  limits  on  the  use  of  backdoor 
authority. 


♦All  definitions  are  taken  from  either  A  Glossary  of  Terms  Used  in  the  Federal 
Budget  Process,  published  by  the  General  Accounting  Office,  March  1981,  or  "Under- 
standing the  Budget,  Authorization,  Appropriations  and  Apportionment  Process 
During  1981",  published  by  the  Office  of  Management  and  Budget,  November  16, 
1981. 


Budget  Authority 


Budget  authority  is  the  Congressionally  granted  authority  to  enter  into  obligations 
that  will  result  in  immediate  or  future  outlays.  The  most  common  form  of  budget 
authority,  which,  like  authorizations,  may  be  one  year  or  multi-year,  is  appro- 
priations. Other  types  are  the  authority  to  borrow  and  contract  authority. 

Continuing  Resolution 

The  Continuing  Resolution  is  a  stop-gap  measure  enacted  when  the  fiscal  year 
begins  without  Congressional  completion  of  the  appropriations  bills  necessary 
for  the  continuation  of  the  Federal  Government  and/or  specific  programs.  The 
Continuing  Resolution,  which  may  be  a  substitute  for  onej  two,  or  all  thirteen 
appropriations  bills,  is  in  effect  until  a  specific  date  or  until  the  enactment  of 
a  specific  appropriation. 

Crosswalk 

Any  procedure  for  expressing  the  relationship  between  budgetary  data  from  one 
set  of  classifications  to  another,  such  as  between  appropriations  accounts  and 
authorizing  legislation  or  between  the  budget  functions  structure  and  the  congressional 
committee  spending  jurisdictions. 

Current  Services  Estimates 

Presidential  estimates  of  budget  authority  and  outlays  for  the  ensuing  fiscal  year 
based  on  continuation  of  existing  levels  of  service.  These  estimates  reflect  the 
anticipated  costs  of  continuing  Federal  programs  and  activities  at  present  spending 
levels  without  policy  changes,  that  is,  ignoring  all  new  initiatives,  presidential 
or  congressional,  that  are  not  yet  law. 

These  estimates  of  budget  authority  and  outlays,  accompanied  by  the  underlying 
economic  and  programmatic  assumptions  upon  which  they  are  based  (such  as 
the  rate  of  inflation,  the  rate  of  real  economic  growth,  the  unemployment  rate, 
program  caseloads  and  pay  increases)  are  required  to  be  transmitted  by  the  President 
to  the  Congress  with  the  President's  budget. 

Deferral 

A  deferral  is  any  action  or  inaction  by  an  officer  or  employee  of  the  Federal 
Government  that  effectively  delays  or  precludes  the  obligation  or  expenditure 
of  budget  authority.  Deferrals  may  not  extend  beyond  the  end  of  the  fiscal  year 
and  may  be  overturned  at  any  time  by  passage  of  a  resolution  of  disapproval  by 
either  house  of  Congress.  The  Impoundment  Control  Act  requires  the  President 
to  notify  Congress  of  all  deferrals  in  a  special  message. 


Entitlement 


An  entitlement  is  a  judicially  enforceable  right  to  benefits  (or  entitlements)  in 
a  person  or  other  entity  that  meets  eligibility  requirements  established  by  law. 
Budget  authority  and  outlays  are  determined  by  the  number  of  people  meeting 
the  eligibility  criteria. 

Fiscal  Policy 

Federal  Government  policies  with  respect  to  taxes,  spending  and  debt  management, 
intended  to  promote  the  nation's  macroeconomic  goals,  particularly  with  respect 
to  employment,  gross  national  product,  price  level  stability,  and  equilibrium  in 
balance  of  payments.  The  budget  process  is  a  major  vehicle  for  determining 
and  implementing  Federal  fiscal  policy.  The  other  major  component  of  Federal 
macroeconomic  policy  is  monetary  policy. 

Impoundment 

An  impoundment  is  an  action  by  a  Federal  office  or  employee  that  precludes 
the  obligation  or  expenditure  of  the  budget  authority  provided  by  Congress.  Under 
the  Impoundment  Control  Act  of  1974,  impoundments  may  take  two  forms:  deferrals 
and  rescissions. 

Monetary  Policy 

Management  of  the  money  supply,  under  the  direction  of  the  Board  of  Governors 
of  the  Federal  Reserve  System,  with  the  aim  of  achieving  price  stability  and 
full  employment.  Government  actions  in  guiding  monetary  policy  include  currency 
revaluation,  credit  contraction  or  expansion,  rediscount  policy,  regulation  of 
bank  reserves  and  the  purchase  and  sale  of  government  securities. 

Obligations 

Obligations  are  amounts  of  orders  placed,  contracts  awarded,  services  received 
and  similar  transactions  during  a  given  time  period  that  will  require  payments 
during  the  same  or  future  periods. 

Outlays 

Outlays  are  checks  issued  or  cash  disbursements  of  the  Federal  Government. 

If  total  outlays  exceed  total  budget  receipts,  the  result  is  a  budget  deficit.  Outlays 

are  not  generally  considered  in  appropriations  bills  but  follow  from  the  level 

of  budget  authority  approved.  Current  outlays  are  the  result  of  not  only  current 

budget  authority  but  also  unexpended  budget  authority  from  previous  years. 

The  actual  rate  of  outlays  (spend-out  rate)  with  respect  to  budget  authority  varies 

according  to  the  individual  program.  In  Defense,  for  instance,  the  long  lead  times 

will  cause  outlays  to  lag  behind  budget  authority. 


President's  Budget 


Transmitted  in  January,  and  pertaining  to  the  fiscal  year  beginning  in  October, 
the  President's  budget  conveys  to  Congress  his  budget  proposals  including  estimates 
of  tax  receipts  and  budget  outlays  and  a  detailed  recommendation  for  the  ensuing 
fiscal  year's  appropriations.  The  President's  budget  and  its  inherent  policy  priorities 
serve  as  the  starting  point  for  Congress  in  its  budget  deliberations. 

Reconciliation  Process 

A  process  used  by  Congress  to  reconcile  amounts  determined  by  tax,  spending, 
and  debt  legislation  for  a  given  fiscal  year  with  the  ceilings  enacted  in  the  second 
required  concurrent  resolution  on  the  budget  for  that  year.  Section  310  of  the 
Congressional  Budget  and  Impoundment  Control  Act  of  1974  (31  U.S.C.  1331)  provides 
that  the  second  concurrent  resolution  on  the  budget,  which  sets  binding  totals 
for  the  budget,  may  direct  committees  to  determine  and  recommend  changes 
to  laws,  bills  and  resolutions,  as  required  to  conform  with  the  binding  totals  for 
budget  authority,  revenues  and  the  public  debt.  Such  changes  are  incorporated 
into  either  a  reconciliation  resolution  or  a  reconciliation  bill. 

Rescission 

A  rescission  is  a  cancellation  of  previously  enacted  budget  authority  before  the 
time  when  the  authority  would  lapse.  To  propose  a  rescission,  the  President  is 
required  to  send  a  special  message  to  Congress  requesting  the  action.  Unless 
both  Houses  approve  the  proposal  within  >*5  days  of  continuous  session,  the  funds 
must  be  released  for  obligation. 

Scorekeeping 

Procedures  for  tracking  the  status  of  congressional  budgetary  actions.  Examples 
of  scorekeeping  information  include  up-do-date  tabulations  and  reports  on  congressional 
actions  affecting  budget  authority,  receipts,  outlays,  surplus  or  deficit,  and  the 
public  debt  limit,  as  well  as  outlay  and  receipt  estimates  and  reestimates. 

Spending  Committees 

The  standing  committees  of  the  House  and  Senate  with  jurisdiction  over  legislation 
that  permits  the  obligation  of  funds.  For  most  programs,  the  House  and  Senate 
Appropriations  Committees  are  the  spending  committees.  For  other  programs, 
the  authorizing  legislation  itself  permits  the  obligation  of  funds  (backdoor  authority). 
When  this  is  the  case,  the  authorizing  committees  are  then  the  committees  with 
spending  responsibility. 


Supplemental  Appropriation 


An  act  appropriating  funds  in  addition  to  those  in  an  annual  appropriation  act. 
Supplemental  appropriations  provide  additional  budget  authority  beyond  the  original 
estimates  for  programs  or  activities  (including  new  programs  authorized  after 
the  date  of  the  original  appropriation  act)  in  cases  where  the  need  for  funds  is 
too  urgent  to  be  postponed  until  enactment  of  the  next  regular  appropriation 
bill.  Supplementals  may  sometimes  include  items  not  appropriated  in  the  regular 
bills  for  lack  of  timely  authorizations. 

Tax  Expenditures 


Revenue  losses  attributable  to  a  special  exclusion,  exemption,  or  deduction  from 
gross  income  or  to  a  special  credit,  preferential  rate  of  tax  or  deferral  of  tax 
liability. 


SENATORS 
UP  FOR  RE-ELECTION  IN 
1982 


Members 

Bentsen,  Lloyd  (D-Tex.) 
Burdick,  Quentin  N.  (D-N.D.) 

Byrd,  Harry  F.  3r.  (I-Va.) 
Byrd,  Robert  C.  (D-W.Va.) 

Cannon,  Howard  W.  (D-Nev.) 
Chafee,  John  H.  (R-R.I.) 
Chiles,  Lawton  (D-Fla.) 

Danforth,  John  C.  (R-Mo.) 

DeConcini,  Dennis  (D-Ariz.) 
Durenberger,  David  (R-Minn.) 


♦Committes  listed  include  only  those  of  i 


Committees* 
Committee  on  Finance 


Committee  on  Appropriations 
Subcommittee  on  Labor/ 
Health  and  Human  Services/ 
Education 

Special  Committee  on  Aging 

Committee  on  Finance 

Committee  on  Appropriations 
Subcommittee  on  Labor/Health 
and  Human  Services,  Education 


Committee  on  Finance 

Committee  on  Appropriations 
Subcommittee  on  Labor/Health 
and  Human  Services 

Committee  on  Budget 

Special  Committee  on  Aging 

Committee  on  Finance 

Subcommittee  on  Social  Security 
and  Income  Maintenance  Programs 

Committee  on  Governmental  Affairs 

Committee  on  Appropriations 

Committee  on  Finance 
Subcommittee  on  Health 
Subcommittee  on  Social  Security 
and  Income  Maintenance  Programs 
Committee  on  Governmental  Affairs 
Special  Committee  on  Aging 


or  relevance  to  HCFA  programs. 


♦♦Senator  Byrd  announced  on  November  30  that  he  will  not  seek  re-election. 


Hatch,  Orrin  G.  (R-Utah) 
Hayakawa,  S.I.  (SamXR-Calif.)* 
Heinz,  John  (R-Pa.) 

Jackson,  Henry  M.  (D-Wash.) 

Kennedy,  Edward  M.  (D-Mass.) 
Lugar,  Richard  G.  (R-Ind.) 
Matsunaga,  Spark  M.  (R-Hawaii) 
Melcher,  John  (D-Mont.) 
Metzenbaum,  Howard  M.  (D-Ohio) 
Mitchell,  George  3.  (D-Maine) 
Moynihan,  Daniel  Patrick  (D-N.Y.) 

Proxmire,  William  (D-Wis.) 

Riegle,  Donald  W.,Jr.  (D-Mich.) 
Roth,  WiUiam  V.,  Jr.  (R-Del.) 

Sarbanes,  Paul  5.  (D-Md.) 
Sasser,  Jim  (D-Tenn.) 


Committee  on  Budget 


Committee  on  Finance 

Subcommittee  on  Health 
Special  Committee  on  Aging 

Committee  on  Governmental  Affairs 


Committee  on  Finance 
Special  Committee  on  Aging 
Committee  on  the  Budget 
Committee  on  Finance 

Committee  on  the  Budget 

Committee  on  Finance 

Subcommittee  on  Social  Security 
and  Income  Maintenance  Programs 

Committee  on  Appropriations 
Subcommittee  on  Labor/Health 
and  Human  Services,  Education 

Committee  on  Budget 

Committee  on  Finance 

Committee  on  Governmental  Affairs 


Committee  on  Appropriations 
Committee  on  the  Budget 
Committee  on  Governmental  Affairs 


♦Senator  Hayakawa  announced  on  January  30  that  he  will  not  seek  re-election. 


Schmitt,  Harrison  (JackXR-N.M.) 

Stafford,  Robert  T.  (R-Vt.) 
Stennis,  John  C.  (D-Miss.) 
Wallop,  Malcom  (R-Wyo.) 
Weicker,  Lowell  P.,  Jr.  (R-Conn.) 

Williams,  Harrison  A.,  Jr.  (D-N.J.) 
Zorinsky,  Edward  (D-Neb.) 


Committee  on  Appropriations 
Subcommittee  on  Labor/Health 
and  Human  Services/Education 


Committee  on  Appropriations 
Committee  on  Finance 

Committee  on  Appropriations 
Subcommittee  on  Labor/Health 
and  Human  Services/Education 


OLP/OLCA/LRCO 
2/1/82 
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REDISRICTING  IN  THE  1982  ELECTIONS 


This  election  year,  the  435  seats  in  the  House  of  Representatives  will  be 
reallocated  on  the  basis  of  the  1980  census.    Redistricting  is  a  major  part 
of  the  allocation  process.    This  procedure  requires  states  to  modify  their 
congressional  district  boundaries  to  reflect  population  changes  that  are 
reported  in  the  decennial  census.    These  modifications  are  governed  by  two 
Supreme  Court  rulings  which  require  that  congressional  districts  be  equal  in 
population.    However,  states  are  permitted  to  have  small  variations  in  their 
district  populations  if  they  absolutely  cannot  be  avoided.  Redistricting 
plans  are  drawn  by  state  legislators  in  every  state  with  the  exception  of 
Montana,  which  employs  a  non-partisian  commission  to  draw  its  plan. 

The  population  shifts  reported  in  the  1980  census  indicated  that  House  seats  will 
be  reallocated  in  a  manner  that  will  provide  the  South  and  West  with  more  congres- 
sional seats  than  the  North  or  East  for  the  first  time  in  U.S.  history.  This 
change  will  impact  on  nearly  every  state:    41  states  will  be  required  to  modify 
their  congressional  district  boundaries,  and  21  states  will  increase  or  decrease 
the  number  of  members  in  their  state  delegation  and  will  have  to  reflect  such 
changes  in  their  redistricting  plans.    The  Census  data  alos  noted  a  loss  of  pop- 
ulation in  House  districts  held  by  Democrats  and  an  increase  in  areas  represented 
primarily  by  Republicans.    Political  forecasters  have  predicted  that  this  trend 
suggests  that  Democrats  could  be  fighting  each  other  to  maintain  their  share  of 
House  seats.    Many  of  these  predictions,  though,  concerning  Republican  gains  may 
not  be  realized. The  fact  is  that  well  into  an  election  year,  there  are  still  many 
members  of  Congress  who  do  not  know  the  boundaries  of  their  districts. 

Although  the  1980  census  data  were  released  in  December  1980 ,  many  states  have 
yet  to  develop  their  plans.    To  date,  25  states  have  completed  redistricting, 
19  states  have  not  begun  their  plans,  and  six  states  have  statewide  districts 
and  will  not  need  new  plans.    Most  states  are  expected  to  complete  their  plans 
by  spring,  however,  even  when  their  plans  are  completed,  many  of*  them  will  not 
be  final.    Challenges  are  likely  in  several  states  by  groups  complaining  of 
gerrymandered  or  otherwise  unfair  lines.    Currently  three  state  plans,  Califor- 
nia, Arizona,  and  Oklahoma,  are  being  challenged  in  the  courts. 

Further  delays  in  redistricting  are  expected  because  several  state  plans  must  be 
reviewed  by  the  Justice  Department.    The  Department  is  required  to  review  the 
entire  plans  of  nine  southern  states  and  portions  of  the  plans  for  13  states. 
These  reviews  are  mandated  by  the  Voting  Rights  Act  which  requires  that  all 
changes,  no  matter  how  small,  in  local  voting  laws  in  certain  jurisdictions 
must  recive  preclearance  by  the  Justice  Department.    Jurisdictions  covered  by 
the  Act  are  those  which  in  1974  maintained  a  literacy  test  or  other  device  that 
limited  the  right  to  vote,  and/or  where  fewer  than  half  of  the  voting-age  resi- 
dents voted  in  the  1964  elections.    So  far,  Justice  has  rejected  the  plans  of 
three  states  —  North  Carolina,  Texas  and  Georgia  —  and  is  reviewing  the  plans 
for  several  other  southern  legislatures,  including  Mississippi,  Alabama,  and 
Louisiana.    Other  plans  have  yet  to  be  sent  to  the  Justice  Department  for  review. 
The  Department  is  given  60  days  to  review  final  plans. 

This  year  the  entire  House  will  be  up  for  reelection.    Some  members  have  already 
indicated  that  they  will  not  seek  reelection.    A  number  of  members  have  said  they 
may  run  for  some  other  office.    A  list  of  those  members  who  have  made  definite 
plans  as  of  Februrary  26,  1982  not  to  seek  reelection  follows. 
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REPRESENTATIVE  &  PARTY  STATE  DISTRICT 

John  J.  Rhodes  (R)  Ariz.  1st 
Paul  N.  McCloskey,  Jr.  (R)     Calif.  12th 

Barry  M.  Goldwater,  Jr.  (R)    Calif.  20th 

Robert  K.  Dornan  (R)  Calif.  27th 

Clair  W.  Burgener  (R)  Calif.  43rd 

Anthony  Toby  Moffett  (D)  Conn.   .  6th 

L.A.  Bafalis  (R)  Fla.  10th 

Bo  Ginn  (D)  Ga.  1st 

Jack  Brinkley  (D)  Ga.  3rd 

Floyd  J.  Fithian  (D)  Ind.  2nd 

Robert  McClory  (R)  111.  13th 

David  F.  Emery  (R)  Me.  1st 

James  Blanchard  (D)  Mich.  18th 

Richard  Boiling  (D)  Mo.  5th 

Jim  Santini  (D)  Nev.  Statewide 

Millicent  Fenwick  (R)  N.J.  5th 

Shirley  Chisholm  (D)  N.Y.  12th 

Ronald  J.  Mitchell  (R)  N.Y.  31st 

Clarence  Brown  (R)  Ohio  7th 

John  M.  Ashbrook  (R)  Ohio  17th 

Marc  L.  Marks  (R)  Perm.  24th 

Robin  L.  Beard,  Jr.  (R)  Tenn.  6th 

James  M.  Collins  (R)  Tex.  3rd 

Richard  C.  White  (D)  Tex.  16th 


REASON  FOR  NOT 
SEEKING  REELECTION 

retiring 

running  for  U.S.  Senate 
»  n  n 

w  n  n 

retiring 

running  for  U.S.  Senate 

retiring/  may  run  for 
Governor 

running  for  Governor 
retiring 

running  for  U.S.  Senate 
retiring 

running  for  U.S.  Senate 
running  for  Governor 
retiring 

running  for  U.S.  Senate 

»»  ti  rt 

retiring 

return  to  practicing 
optometry 

running  for  Governor 

n  n  n 

retiring 

running  for  U.S.  Senate 
w  r»  tt 

retiring 


Paul  S.  Trible,  Jr.  (R) 
M.  Caldwell  Butler  (R) 
Jim  Mattox  (D) 

Cleveland  K.  Benedict  (R) 
Robert  H.  Moll  oh  an  (D) 
Henry  Reuss  (D) 


Va.  1st  running  for  U.S.  Senate 

Va.  6th  retiring 

Tex.  6th  running  for  State  Atty. 

General 

W.Va.  2nd  running  for  U.S.  Senate 

W.  Va.  1st  retiring 

Wise.  5th  retiring 
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